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Executive Summary
The purpose of this report is to analyse the financial performance of the hotel industry by conducting ratio analysis of a multinational company – Marriott. In the first section of the report, a ratio analysis is conducted to test out the company’s profitability, leverage, efficiency and liquidity. It is observed that even though Marriott is doing well in terms of profitability, it is in somewhat of a risky position in terms of leverage and liquidity. Then the report discusses the usefulness of ratios in decision making and lastly focuses on understanding its benefits and limitations. 
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Introduction
Among many industries which make up the service sector, hospitality sector included hotel, catering services, party organizing, entertainment venues, transportation, and tourist. This contains lodging facilities, travel businesses, eateries, and nightclubs. The hospitality industry is a centre piece of entertainment, relaxation and foreign remittance for any country. This is why, it is important to analyse its past financial state to make better predications and plans about the future. Financial analysis hopes to unveil information about a company that remains hidden in numbers my making a year to year comparison. This report will look at a company – “Marriott International” and analyse its performance over the last two years and try to predict the financial possibilities for the company based on its past performance. 
Company Overview
Marriott Inc., one of the biggest hotel chains throughout the world that operates internationally was established around 95 years ago. It has 8000 properties spread around in 139 countries and are continuously looking to spread its operations in different parts of the world. The company currently has 30 brands. Its founder, John Willard Marriott, first established the company in United States of America (Bagnera, Stewart and Edition, 2020). The company started out as root bear stand and currently has 4 subsidiaries and made 13.86 billion dollar revenue in 2021. The company currently not only provides hotel services but also tries to promote a lifestyle through its services where luxury, convenience and comfort is key (Asdullah and Rehman, 2015). 









Financial Analysis Trends
The financial analysis for hospitality industry is relatively different from other industries. First of all, these are service based industry and maintaining consistency in service which is being provided by different employees at different parts of the world is certainly not easy to keep consistent as there’s not specific formula to providing a service (Amanda, 2019). Some ratios will be discussed in this section to analyse the financial trend of Marriott. 
Profitability
Gross Profit Margin
According to Adedeji, (2014), GPM makes comparison of the company’s operating profit to its turnover in order to understand how much direct cost occupies a place in revenue. It provides a primary understanding or return available to a company before accounting for the administrative costs.
GPM = 
In 2020, GPM =  =1%
In 2021, GPM =  = 13%

Figure 1: GPM of Marriott
The GPM of Marriott seems to be performing very well. Even though in 2020, it was only 1% of revenue which increased the possibility of having a negative net profit. The reason behind this can be easily comprehended as well. Due to the COVID-19 pandemic, all industries along with hotel management suffered tremendously as lockdowns started and people stopped travelling altogether (Dewi, Ernawati and Mudana, 2021). This reduced the need for hotels at all which caused such significant drop in profit. But it’s impressive to see how Marriott is able to recover from it and raised the GPM to 13% in just one year. 
Net Profit Margin
NPM compare revenue with profit and shows how much the company was able to convert from its revenue into profit (Babalola and Abiola, 2013). 
NPM = 
In 2020, NPM =  = -3%
In 2021, NPM =  = 8%

Figure 2: NPM of Marriott
As expected, Marriott faced a negative profit in year 2020 due to the month long lockdown and travel restrictions during the pandemic. As the maintenance and other fixed costs of Marriott had to be continued even during that period, the company ultimately fell in to a pull of loss in 2020. But it made quick recovery with its variety of services and brands after the lockdowns ended and finished with an 8% NPM (Dewi, Ernawati and Mudana, 2021). 
Return on Capital Employed
This shows how much return is available to all investors of the company aka the shareholders and long term debtors. 
ROCE=  
In 2020, ROCE =  = -3%
In 2021, ROCE =  = 10%

Figure 3: ROCE of Marriott
Just like the previous two profitability ratios, Marriott didn’t perform well in ROCE as well in 2020 as the company suffered from loss (Bagnera, Stewart and Edition, 2020). But in comparison to that, the 2021 results seem quite satisfactory as the ratio raised significantly and became 10% which is totally available for its investors for distribution if the company wants. 
Asset Turnover Ratio
Total Asset Turnover Ratio
This is basically an efficiency ratio. It compares assets to revenue to understand how much of assets are being utilized to produce one unit of revenue (Drake and Fabozzi, 2012).
TAT=  
In 2020, TAT =  = 0.56
In 2021, TAT =  = 0.72

Figure 4: Total Asset Turnover of Marriott
The total asset turnover ratio of Marriott has increased in the last 2 years. This is quite obvious due to the increasing revenue in 2021 which can be attributed to the enhanced revenue post pandemic and new expansions of Marriot. This means that the company was able utilize its asset more efficiently in 2021. It would be interesting to see if the company can keep it up in the future. 
Working Capital Turnover Ratio
Working capital turnover is also an efficiency based ratio. Working capitals are the money available for daily operating expenses. This measures whether the company is using its daily expenses efficiently to generate revenue (Amanda, 2019). 
WCT =  
In 2020, WCT =  = -3.61
In 2021, WCT =  = -4.98

Figure 5: Working Capital Turnover Ratio
The ratio in both years were negative. This is not a good sign for the company. This mainly occurred as the company had more current obligations than current assets, therefore increasing the risk that Marriott wouldn’t have enough working capital left for operating expenses after paying for its current obligations (Purnomo, 2018). The values worsened in 2021 when Marriott increased its current liabilities. 
Liquidity
Current Ratio
This ratio measures whether Marriott will have to ability to pay all its current obligations within due time. 2:1 ratio is considered good for it as it signals the company to have more assets left for operations. 
Current Ratio =  
In 2020, Current Ratio =  = 0.49
In 2021, Current Ratio =  = 0.57

Figure 6: Current Ratio of Marriott
The ideal current ratio is 2:1 but in both years, Marriott’s ratio is less than 1. This is quite disappointing. The ratios roam around 0.5 which signals that their current assets are half of their current liabilities (Asdullah and Rehman, 2015). This is actually considered a risky position as the company should have enough to cover it obligations and maintain its operating expenses. The company can face short term financial distress due to this. 
Quick Ratio
The quick ratio is the same as current ratio as there wasn’t any information about inventory in Marriott’s financial statements. 
Debtor Days
Debtors Days =  
In 2020, Debtors Days =  = 61.05 days
In 2021, Debtors Days =  = 52.21 days 

Figure 7: Debtor Days of Marriott
The debtor days are showing a decreasing trend which is favourable for Marriott. Companies prefer to collect money from their debtors as quickly as possible in order to invest or utilize the money elsewhere (Nuhu 2014). Therefore, this is actually a good sign and shows that the company is becoming more efficient with each year. The more liquid assets they have, the less prone they will be to distress. 
Creditor Days
Creditors are people to whom the company owns money, specifically short term debts and accounts payable. The longer it the company will take to pay back its accounts payable, the more time it will have to invest that money elsewhere (Hilkevics and Semakina, 2019). 
Creditor Days =  
In 2020, Creditor Days =  = 18.34 days
In 2021, Creditor Days =  = 21.89 days 

Figure 8: Creditor Days
In case of creditor days, a increasing trend is more favorable as it means Marriott is taking longer time to pay back its payables which is exactly the case here. This is a positive thing for the company and the company should try to delay payments further in order to be able to keep that money with them for a long time (Asdullah and Rehman, 2015). 
Gearing
Debt Ratio
This ratio actually compares a company’s liabilities with its equity to understand how heavily the company is leveraged (Purnomo, 2018). 
Debt Ratio =  
In 2020, Debt Ratio =  = 34.78
In 2021, Debt Ratio =  = 11.13 

Figure 9: Debt Ratio
The company clearly has a high leverage ratio where the debt was 34 times and 11 times more than its equity in 2020 and 2021. Although the ratio decreased as the company was able to increase its equity level in 2021 but it still very high (Babalola and Abiola, 2013). Marriott is a highly leveraged company which can put itself in distress in the future. 
Interest Coverage Ratio
Interest Coverage Ratio =  
In 2020, Interest Coverage Ratio =  = 3.59
In 2021, Interest Coverage Ratio =  = 3.74

Figure 10: Interest Coverage Ratio of Marriott
This shows a decreasing trend as Marriott decreased its interest expenses in 2021 but it needs to be lower than this in order to avoid such high fixed costs. 
Knowledge from Ratio Analysis
Ratio analysis is an essential part when analysing a company’s financial performance. Financial statements are full of numbers. In case of a big multinational like Marriott, all numbers are in millions and may seem overwhelming at the first glance. It becomes hard to comprehend and evaluate the company’s performance just seeing such big numbers. This is where ratio comes in as it summarizes all possible information and turns them into ratios (Drake and Fabozzi, 2012). Then they can be compared from year to year. Also, Marriott is not the hotel in the world. It has other competitors like – Four season, Hilton, Hyatt etc. In order to compare performance with them, Marriott needs to bring all numbers into the same category and ratios helps achieve exactly that (Nuhu 2014). 
By making year to year comparisons with its own historical values and by comparing with other competitors, Marriott will get a proper understanding of its current positon and make decisions about how to proceed in the future and improve its overall position in the market. 
Benefits and Limitations of Ratio Analysis
Ratio analysis has some limitations as well. First of all, the analysis is done on past information which may not be true for the future. As a result, it cannot be used as a solid base for decision making. Also, it provides decisions solely on the basis of company numbers and doesn’t take other macro variables into count such as – inflation, exchange rate etc. Also, not all ratios provide a benchmark with which the ratios can be compared (Hilkevics and Semakina, 2019). This can be problematic as companies without making comparisons, it becomes difficult to understand which ratio is adequate. Also, as ratio analysis is done based on accounting numbers, it embraces of limitations inherent in accounting laws. 
Other than that, ratio has some benefits as well. Ratios help analyse a company based on different metrics – profitability, efficiency, leverage etc. By following these, the companies know which metrics to use to determine a company’s success (Adedeji, 2014). It helps summarize big numbers in a way that cannot be done by anyone else. While making yearly comparisons, companies are also able to comprehend any inconsistencies that may exist and get to the root of such inconsistencies to reveal deep information. 
Conclusion 
Ratio analysis has helped unveil some important insights about Marriott. As it can be seen, Marriott is in a very good position in terms of profitability as in 2021 they were able to both cut costs and increase revenues. But the company is in a not so good position in terms liquidity and leverage (gearing) as all obligations whether- current or long term seems to be quite higher in comparison to its capacity and assets. This makes Marriott a highly leveraged company which is not a good sign for the company and something Marriott should work on in the future. Management of Marriott should become more cautious and take steps for the company that result in being a more stable position liquidity and leverage wise. 
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